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SUPPLEMENTAL LABOR-FEDERAL SECURITY 
APPROPRIATIONS FOR 1952 


TUESDAY, JUNE 5, 1951 


Unirep StTares SENATE, 
THe CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 10:30 a. m., pursuant to call, in room F-37, 
the Capitol, Hon. Kenneth McKellar, chairman, presiding. 

Present: Senators McKellar, Hayden, O’Mahoney, Chavez, EI- 
lender, Hill, Kilgore, McClellan, Ferguson, Wherry, Cordon, Salton- 
stall, Young, and Thye. 

Chairman McKeuuiar. The committee will come to order. Senator 
Chavez, I want to ask unanimous consent to introduce as a witness 
Mr. P. L. Smith; it will not take long for his testimony. 

Senator CHavez. Of course, Mr. Chairman. 


STATEMENT OF P. L. SMITH, PRESIDENT, NATIONAL ASSOCIA- 
TION OF ELECTRIC COMPANIES, AND SAMUEL O. CLARK, 
COUNSEL 


FEDERAL TAXATION ON GOVERNMENT-OWNED ELECTRIC PROJECTS 


Mr. Smiru. I am P. L. Smith, and this is Mr. Samuel Q. Clark, 
Jr., whose firm is general counsel for the association. 

Chairman McKeuuar. Mr. Smith, | want to ask vou if vou have 
recently written a letter about public power and the tax on public 
power? 

Mr. Smira. I have written a letter with respect to part of the 
Federal taxation on Government-owned electric projects, except the 
REA cooperatives. 

Chairman McKetiar. You represent the power companies? 

Mr. Smirn. [ represent some of them, Mr. Chairman, not all of 
them. 

Chairman McKetuiar. I believe you said when you were up here 
your salary was $65,000 a year? 

Mr. Smirx. That is correct. 

Chairman McKee uviar. It is still that? 

Mr. Smiru. Yes. 
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LETTER OF WITNESS REGARDING FEDERAL TAXATION 


Chairman McKe uar. I want to read this to the committee: 


Re: Federal taxation. 
Urgent and important—To all member companies: 


On Tuesday, May 22, the House Ways and Means Committee announced the 

— tentative decision after further executive consideration of the 1951 tax 
ill: 

‘“* Flectric energy.—Reconsidered action of May 14, 1951, and extended the base 
of the tax to include sales by Government-owned plants, and limited the exemp- 
tion from this tax to sales by Rural Electrification Administration cooperatives.” 

On May 23, the committee announced the additional following tentative 
decision: 

“Electrical energy.—Extended the exemption of REA cooperatives by the 
tentative action of May 22, 1951, to include such cooperatives whether or not they 
are incorporated.” 


Then I quote from your letter, or this newspaper does: 


It is to be fully expected that the American Public Power Association, the 
League of Municipalities, public utility districts, etc., will do their utmost to 
have the tentative decisions reversed in committee. Failing that, they will 
undoubtedly use all possible influence to have them thrown out on the floor of the 
House. 

All Government-owned systems have, of course, enjoyed the exemption for 19 
years and probably feel that they have a vested right which is being taken away 
from them. They will try to inflame their House delegations even though their 
position is weak as tax dodgers. 

It is imperative that, directly and through tax foundations, chambers of com- 
merce, and all groups interested in tax fairness, you urge your House delegations, 
particularly those on the House Ways and Means Committee in its entirety 
throughout the consideration of the bill. 


Mr. Sir. You have left out some words— 


to support this tentative decision of the Ways and Means Committee in its 
entirety throughout the consideration of the bill. 


Chairman McKe tar. Please make that correction because the 
paper does not have that. 

Mr. Smiru. I will be glad to leave you a copy as we sent it out. 

Chairman McKe.tar. I want to read something else. If there 
are any corrections, 1 want you to make them: 


This may seem like a small matter from a monetary viewpoint, but it is an 
important principle and is a small foot in a big door. Tax discrimination should 
be ended permanently and this is the first important recognition by the House 
Ways and Means Committee to this effect. This is a real opportunity to do a 
job, particularly through all of the organizations and individuals that believe in 
fairness in taxation. 

In everything you do with regard to this matter, remember to stress that, in 
the last analysis, it is people who pay all taxes. It.is not fair for one person, o1 
one family, to pay taxes that another person or family is not called upon to pay. 

While action in the House is imminent, it is not too early to urge upon your 
Senators that they give their support in this connection. 


Is that the whole letter? 

Mr. Smiru. Yes, sir. 

Chairman McKetiar. Will you put the whole letter in the record? 

Mr. Smirn. Attached to it as we sent it out was a list of the Mem- 
bers of the House Ways and Means Committee. 








Re 
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(The letter referred to is as follows:) 


NATIONAL ASSOCIATION OF ELECTRIC COMPANIES, 
Washington 6, D. C., May 25, 1951. 
Re: Federal taxation. 
Urgent and important—To all member companies: 


On Tuesday, May 22, the House Ways and Means Committee announced the 
following tentative decision after further executive consideration of the 1951 
tax bill: 

“Electrical energy.—Reconsidered action of May 14, 1951, and extended the 
base of the tax to include sales by Government-owned plants, and limited the 
exemption from this tax to sales by Rural Electrification Administration 
cooperatives.” 

On May 23, the committee announced the additional following tentative 
decision: 

“‘Flectrical energy.—Extended the exemption of REA cooperatives by the tenta- 
tive action of May 22, 1951, to include such cooperatives whether or not they are 
incorporated.” 

It is to be fully expected that the American Public Power Association, the League 
of Municipalities, public utility districts, ete., will do their utmost to have the 
tentative decisions reversed in committee. Failing that, they will undoubtedly 
use all possible influence to have them thrown out on the floor of the House. 

All Government-owned systems have, of course, enjoyed the exemption for 19 
years and probably feel that they have a vested right which is being taken away 
from them. They will try to inflame their House delegations even though their 
position is weak as tax dodgers. 

It is imperative that, directly and through tax foundations, chambers of com- 
merce, and all groups interested in tax fairness, you urge your House delegations, 
particularly those on the House Ways and Means Committee, to support this 
tentative decision of the Ways and Means Committee in its entirety throughout 
the consideration of the bill. 

This may seem like a small matter from a monetary viewpoint, but it is an 
important principle and is a small foot in a big door. Tax discrimination should 
be ended permanently and this is the first important recognition by the House 
Ways and Means Committee to this effect. This is a real opportunity to do a job, 
particularly through all of the organizations and individuals that believe in fair- 
ness in taxation. 

In everything you do with regard to this matter, remember to stress that, in 
the last analysis, it is people who pay all taxes. It is not fair for one person, or 
one family, to pay taxes that another person or family is not called upon to pay. 

While action in the House is imminent, it is not too early to urge upon your 
Senators that they give their support in this connection. 

Sincerely yours, 
P. L. Smira. 


NEWSPAPER COMMENT 


Chairman McKe.uar. I now want to put into the record different 
newspaper articles concerning this. 

One is an editorial from my home State. 

We are much obliged to you, Mr. Smith. 

Are there any questions, Senators? 

(Newspaper clippings referred to are as follows:) 


[From the Nashville Tennessean, May 30, 1951] 


Loppyist’s Lerrer DiscLtoses PLAN For Tax SQuEEZE—URGEsS PRESSURE ON 
ConGREss FoR NEw LeEvy 


(By Lois Layeook, Washington correspondent) 


WasHincTron.—A confidential letter to American private power company 
heads laid bare yesterday a plan to use pending tax legislation as a “foot in the 
door”’ for a campaign against publicly owned power. 

The letter was written by Purcell L. Smith, $65,000 a year chief lobbyist of 
the private Power Trust in Washington. 
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“A small foot in a big door’? was Smith’s description of the 3% percent tax on 
municipally owned electric systems which has been approved by the House Ways 
and Means Committee. 


CALLS FOR PRESSURE 


Smith’s letter, addressed to the Nation’s private power company executives, 
called for pressure on members of the House committee which is expected to take 
a final vote next week on the revenue bill containing the publie power tax pro- 
vision, 

Smith also urged his colleagues to start their work in the Senate. ‘‘While 
action in the House is imminent,” he said, ‘‘it is not too early to urge upon your 
Senators that they give their support in this connection.’ 

“This is a real opportunity to do a job,” Smith declared. 

Smith minced no words in his letter. He accepted for his National Association 
of Electric Companies full responsibility for the measure which was secreted 
inside the House committee for more than a month before its approval was made 
public 

He labeled the publiely owned power systems of the Nation ‘tax dodgers’’ 
and warned the private power executives that they may try “‘to inflame” their 
House delegation to oppose the bil. 


URGES FIGHT FOR MEASURE 


“It is imperative that, direetly, and through tax foundations, chambers of 
commerce, and all groups interested in tax fairness, vou urge vour House delega- 
tions’ to fight for the tax measure, the letter said. 

He urged pressure “particularly”? on membership of the House Ways and 
Means Committee. 

He insisted that the goal of the private power group is the elimination of what 
he called tax discrimination. He ealled the House committee’s 18 to 7 ap- 
proval of the bill its first important recognition of an important principal. 

Smith is the Nation’s highest paid congressional lobbyist. For the past 10 
vears he has directed the power companies’ national lobbving wars against 
TVA. 


EXERTING INFLUENCE FOR WEEKS 


Although several Members of Congress had suspected that the private power 
lobby had plaved a big part in the House committee’s action, the extent of its 
work was not known until a copy of Smith’s letter was obtained yesterday. 

The lobby has been exerting its influence on the committee for several weeks 
to seek enactment of the tax on public power agencies, but this fact did not be- 
come known until the House committee anounced its action, 

Then it was disclosed that Charles E. Oakes, president of the Pennsylvania 
Power & Light Co., appeared before the committee May 14 to urge that TVA 
and other public power groups be taxed on the same basis as private utilities 


COOPER OPPOSES LEVY 


Representative Cooper said vesterday that ‘‘so far as I know” Oakes requested 
an audienee with the committee and was not invited to testifv on the subject. 

Cooper said he did not know why TVA groups were not notified that the com- 
mittee was considering the tax. 

He said the levv was recommended by the staff of the Joint Congressional 
Committee on Internal Revenue Taxation. 

Although the votes of individual members on the measure was not announced, 
Cooper said he voted against it, He said he also argued against the levy in the 
executive session of the committee. 


m the Nashville Tennessean, May 30, 1951] 


Text or Loppyist Lyerrer—‘SmMaLu Foor 1x a Bra Door” 


WaAsHincron—Following is the full text of the letter by Purcell Smith, $65,000 
per vear lobbvist, outlining a propaganda program in support of a tax on public 
power: 


fe: Federal taxation. 
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“Urgent and important— To all member companies: 

“On Tuesday, May 22, the House Ways and Means Committee announced 
the following tentative decision after further executive consideration of the 1951 
tax bill: 

“Electrical energy—reconsidered action of May 14, 1951, and extended the 
base of the tax to include saes by Government-owned plants, and limited the 
exemption from this tax to sales by Rural Electrification Administration co- 
operatives. 

“On May 23, the committee announced the additional following tentative 
decision: 

“Electrical energv—extended the exemption of REA cooperatives by the tenta- 
tive action of May 22, 1951, to include such cooperatives whether or not they are 
incorporated.” 

REVERSE IN COMMITTEE 


“Tt is to be fully expected that the American Public Power association, the 
League of Municipalities, public utility districts, ete., will do their utmost to have 
the tentative decisions reversed in committee. Failing that, they will undoubtedly 
use all possible influence to have them thrown out on the floor of the House. 

*“All Government-owned systems have, of course, enjoved the exemption for 
19 vears and probably feel that they have a vested right which is being taken 
away from them. They will try to inflame their House delegations even though 
their position is weak as tax dodgers, 

“It is imperative that, directly and through tax foundations, chambers of 
commerce, and all groups interested in tax fairness, vou urge vour House deleva- 
tions, particularly those on the House Wavs and Means Committee in its entirely 
throughout the consideration of the bill.” 


IMPORTANT PRINCIPLE 


“This may seem like a small matter from a monetary viewpoint, but it is an 


important principle and is a small foot in a big door. ‘Tax discrimination should 
be ended permanent!y and this is the first important recognition by the House 
Wavs and Means Committee to this effect. This is a real opportunity to do a 


job, particularly through all of the organizations and individuals that believe in 
fairness in taxation. 

“In everything you do with regard to this matter, remember to stress that, in 
the last analysis, it is people who pay all taxes. It is not fair for one person, or 
one family, to pav taxes that another person or family is not called upon to pay. 

“While action in the House is imminent, it is not too early to urge upon your 
Senators that they wive their support in this connection.”’ 


{From the Nashville Tennessean, May 31, 1951] 


Power Lossy TeRMED Destructive AGENcy—MunicreaAL Tax CALLED First 
Steer IN Drive To Destroy TVA, Co-ops 


(By Nat Caldwell) 


The private power lobby has made clear that the municipal power tax is only 
a first step in the campaign to destroy the Tennessee Valley Public Power Asso- 
ciation, Arthur Dow, association president, declared vesterday. 

“The forees supporting public power owe Purcell Smith a big debt for the 
frank revelations in his ‘small foot in a big door’ statement,’’ Dow said. 

“Tf anything was needed to jar the municipal power systems and REA coop- 
eratives alive to the seriousness of the situation, Mr. Smith’s letter should do 
the job,’’ added Dow, who is also general manager of the Paris, Tenn., municipal 
power system. 

REFERRED TO LETTER 


He was referring to a letter addressed by Smith, chief lobbyist of the National 
Association of Eleetrie Companies, to private power company executives. The 
letter published Wednesday in the Nashville Tennessean was termed a eall to 
arms for private power leaders in support of a 344 percent Federal tax on revenues 
of municipally owned power systems. The tax has been approved by the House 
Ways and Means Committee by a vote of 18 to 7. 
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Dow said that after reading the letter ‘‘everybody should be convinced that 
the tax is nothing more than a way-stop on a long list of Power Trust objectives.’’ 

“Every REA official and every farmer member of an REA co-op ought to know 
that their organizations will be next on the list for punitive taxation,’’ Dow said. 
“The Smith letter leaves no doubt.”’ 


WHAT TVA SPENT 


Dow said he had learned that the Tennessee Valley Authority, in the past 17 
years, has spent on expansion in lieu of Federal appropriations or paid directly 
into the Federal Treasury nearly 38 percent of its gross revenues. 

Out of $426,000,000 in gross power operating revenues for the period of its 
existence TVA has spent $111,000,000 on expansion. It also has returned 
$52,000,000 to the Federal Treasury. 

Dow said that “part of this ought to be considered a payment of dividends 
and interest to the Federal Government, which contributed TVA’s capital, while 
the remainder may fairly be considered to be payments in lieu of Federal taxation. 

‘“We believe that 38 percent of gross revenues is as much as the combined total 
of any private power company’s payment of interest on debt, dividends to stock- 
holders, and Federal taxes.”’ 

PAID $300 MILLION 


The residential and commercial consumers of TVA’s municipal power system 
have paid in $300,000,000 of TVA’s $426,000,000 gross revenues during the past 
17 vears, according to TVA’s financial records. 

“The fact that Uncle Sam already is getting back approximately 38 percent 
of TVA’s gross operating revenues and the fact that most of this came out of 
the pockets of municipal residential and commercial consumers emphasizes the 
unfairness of the additional Federal levy,’’ he said. ‘‘These consumers are not, 
as Smith so meanly charges, tax dodgers.” 

Ben West, mayor-elect of Nashville, said yesterday that he had ‘‘so much to 
do that he had not had time to think at all about the power tax.” 

‘‘T know it is important,” he said. He indicated there was a possibility he 
might have a statement later. 

TVA’s payments to the Federal Treasury in the last 17 years have included 
$7,000,000 in interest on Government bonds that helped finance its construction 
program and $16,000,000 in principal. In addition the authority has since 1948 
made lump-sum payments of $29,000,000 directly into the Federal Treasury. 

‘All of this money was paid to TVA by the consumers of the valley,’’ Dow 
said. ‘‘Now the private Power Trust has managed to persuade the House Ways 
and Means Committee that the municipally owned power systems ought to pay 
an additional 34% percent of their residential and commercial revenues to Uncle 
Sam.” 

“That is unfair,” he said. ‘‘In fact, it is purely punitive.” 


tee 


TVA PAYMENTS 


Since 1940, according to TVA’s financial records, the municipal power systems 
that distribute TVA power have collected $300,000,000 in residential and com- 
mercial revenues. 
Dow pointed out that the $29,000,000 TVA has paid directly into the Federal 
Treasury since 1948 ‘“‘might be called an equivalent of a 10-percent payment to 
the Government on these two classes of municipal power revenues.” 


(From the Nashville Tennessean, May 31, 1951] 
Eprror1at—Now To Suove Tuis Foor Our 


Speaking of feet, as Mr. Purcell L. Smith is so indiscreetly doing these days, it 
must be painfully obvious to the kingpin of the private power lobbyists that he 
has put one—if not both—of his in his mouth. 

For with his brazen, gloating letter to the companies that pay him $65,000 a 
year to influence Congress, Mr. Smith has ripped away any remaining doubts about 
the vicious purpose of the 3% percent tax the House Ways and Means Committee 
has voted to levy on public power sales. In effect, he has ‘“‘made it official’’ that 
the intent of the legislation is to bring about the ultimate destruction of publicly 
owned utilities in this country. 





Sen 
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This, of course, is exactly the kind of news that gladdens the hearts of Mr. 
Smith’s employers, and they doubtless are highly indebted to him for this welcome 
indication that he is earning his keep. 

We would suspect, however, that there is considerable consternation in the 
private power ranks over the fact that a smart operator like Mr. Smith was so 
naive as to think that the crowing letter recording his triumph would not find 
its way to the public. While his elation at the first sign of a victory he has been 
seeking for years is understandable, a little more restraint on his part would for 
obvious reasons, have been preferred by those he serves. 

As it is, the whole distasteful scheme has been laid bare, and any hopes the 
private power interests might have held for a secretive, easy triumph have gone 
out the window. 

The public, then, can be grateful to the blundering Mr. Smith for calling 
attention to the tax proposal and for appraising it as exactly what it is—‘‘a small 
foot in a big door.”’ 

And make no mistake about this: The public has a real and vital stake in the 
outcome of the fight now shaping up. If the effort to destroy publicly owned 
power systems succeeds, it is the public that will pay and pay heavily through the 
complete loss of utilities benefits built up over many years, 

To understand why this is so, it is necessary only to examine Mr. Smith’s own 
explanation of what the action taken by the House committee means. It is not, 
he said in so many words, a question of the $14 million that the Federal Govern- 
ment would derive from the tax, for that is a ‘‘small matter.”’ 

“It is,’ said Mr. Smith, ‘“‘an important principle * * * areal opportunity 
to do a job.” 

What is this principle? It is that the Federal Government, contrary to a 
historic and mutually respected tradition, would impose taxes on lower levels of 
government. What this means to Mr. Smith and his ilk is that the way then 
would be paved for pressing for the destruction—through taxation—of publicly 
owned utilities. 

As Mr. Smith makes clear, the 34% percent tax now proposed is only the begin- 
ning. The real interest of those he represents lies in what is behind the door. 

And what is that? Nothing but the Tennessee Valley Authority, the Rural 
Electrification Administration, power projects of the Bureau of Reclamation and 
the Army Corps of Engineers, municipally owned electric companies, gas systems, 
waterworks, housing projects, and other publie enterprises. 

For should this tax now sought be finally approved, it could be taken for granted 
that it would be only a matter of time until other levies would be sought not only 
on the electric systems but on all other utilities as well. REA cooperatives, for 
example, have been specifically exempt in this first attack, but there is absolutely 
no logical reason to believe they would continue to enjoy such a privileged position 
once the private power interests started calling the tune. 

And while Mr. Smith is interested only in abolishing publie electric power, it is 
dead certain that his counterparts in the other utilities fields would not pass up & 
golden opportunity to walk right in through the open door. 

Thanks to all the commotion raised by Mr. Smith, there still is time to shove the 
private power interests’ foot outside and slam the door shut again. It will take 
some pushing, though. 

The line for those who want to help—and there should be many—forms in the 
Halls of Congress. 


TAX LEGISLATION REFERRED TO IN LETTER 


Senator CHavez. Senator McKellar, I would like to ask Mr. Smith 
this: 

On what particular bill did this come up? 

Mr. Smitrx. The pending tax legislation; the one now under con- 
sideration. 

Chairman McKe.uar. It only comes to us when we make ap- 
propriations. 

Senator Ferauson. This was written in relation to the tax bill? 

Mr. Smirn. That is correct. 

Senator Fercuson. It had nothing to do with appropriations in 
the House? 


84974 
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Mr. Smiru. No. 

Senator Ferauson. What has happened to the matter? How does 
it stand now? 

Mr. Smirn. As far as we are advised, Senator, the House Ways and 
Means Committee is expec Sal to go into executive session tomorrow 
to make final determinations on what bill they will report out to the 
House. The guessing is they will complete their work the latter part 
of this week or the first of next week, and that the bill will go to the 
floor of the House under a rule which is customary, so we understand, 
on tax bills or revenue bills which will not permit amendments from 
the floor unless agreed to by the Ways and Means C ommitte e, 

Senator Ferauson. Is this a sales tax on electric energy? 

Mr. Sairu. It is specifically called an excise tax. It is in a sense 
equivalent to a sales tax. It is the only excise tax, | believe, which is 
not permitted to be added to the bill of the customer specifically as 
such, an excise tax. 

It is paid by the supplier of electricity out of the gross revenues 
collected from the users of electricity. I think it is a correct state- 
ment to say that all other forms of excise taxes, such as telephone, 
railroad, are put on the bill as such, as an excise tax 


RATE OF TAX 
Senator Fercuson. What is this rate of tax? 

Mr. Smirx. Three and one-third percent on the gross revenues of 
all sales for residential, rural, commercial—all service except ens ul. 

Incidentally, in connection with the administration of it there is 
alwavs a great hair-splitting question of what are industrial sales 
and what are commercial! sales. 

Thousands of dollars in legal fees are spent annually to split hairs 
as to what is commercial and what is industrial. 

To tell a bit more of the story since vou have raised the question, the 
witness who presented this for the electric industry recommended its 
abolition largely on the ground it returns so little net that it is not 
worth the cost and expense of administration. 

To the extent it is commercial, or to the extent it is individual and is 
used by an individual in his business, that rate that he pays for 
electricity, including this three and one-third tax, is deducted as a 
business expense from his operations. 

And, for the companies themselves who pay this three and one-third 
energy tax, they deduct it as a tax before their normal and surtax and 
excess-profits tax. So you can see the net return to the Treasury is 
rather small percentagewise after the deductions, first by the electric 


companies, and then by the users of electricity, who are permitted to 


deduct it as a business expense. 

Senator Ferauson. Is your organization opposing this tax? 

Mr. Suirn. We hoped that it would be abolished, but if not 
abolished, then it ought to be applied to all suppliers of electricity 
under the same terms, except the REA co-ops. 

Senator McCietian. Is that not where the controversy is now? 
The co-ops and municipality plants do not want to pay it? 
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COOPERATIVES ARE EXEMPT FORM TAX 


Mr. Smirn. The co-ops are exempt under the tentative decision 
of the Ways and Means Committee, so they would not be interested, 
presumably. 

The municipalities yery definitely so. 

Senator McCLe.ian. I would like to have an answer. Why are we 
justified in exempting anybody? 

Mr. Smirx. The point is most logical, sir. 1 would not attempt to 
say otherwise. It is most logical. 

Senator McC.Leiian. | am getting some letters about it. 

Chairman MeKetiar. This newspaper clipping reads: 

While action in the House is imminent, it is not too early to urge upon your 
Senators that they give their support in this conneetion. 

Senator McC Le titan. You ean still get to your Senator. That is 
why we get letters. 

SOURCE OF OPPOSITION 

Chairman McKeLiar. | wanted to let the Senators know where the 
opposition comes from. It comes from Mr. Smith, who is a $65,000- 
a-vear employee of the private power companies. 


Mir. Smira. 1 am glad vou said “emplovee.”” 1 am not the boss. 
I follow orders. This was decided upon by the board of directors of 
the association, and by the members themselves. We have made 
representations tn connection with tax fairness before the Ways and 


Means C‘ommitt Tor the past 5 vears. 
Chairman MehKetitar. Thenk vou, sir. 


GENERAL PROVISLONS—J ENSEN AMENDMENT 


STATEMENTS OF E. L. FISHER, GENERAL COUNSEL, GENERAL 
ACCOUNTING OFFICE; FRANK H. WEITZEL, ASSISTANT TO THE 
COMPTROLLER GENERAL; ARTHUR B. FOCKE, COUNSEL, BUREAU 
OF THE BUDGET; HOWARD W. STONE, CHIEF, [BUDGET PREPA- 
RATION AND REPORTS, BUREAU OF THE BUDGET 


REVISED AMENDMENT PROPOSAL 


Chairman McKetiar. Senator Chavez, you may proceed. 

Senator CHavez (reading): 

Sec. 703 (a). No part of any appropriations or authorizations contained in this 
Act shall be used to pav the compensation of any incumbent appointed to any 
civil office or position which may become vacant 


Then we add the following: 

By death, retirement, resignation, transfer, or any other separation during the 
fiscal vear beginning on July 1, 1951. 

That is the addition we have placed in here because we do not 
believe it should apply to new persons that are coming into the picture 
and who are not emploved at the time that the amendment was to 
take effect. 

EXEMPTIONS 

ri . 

Then it reads: 


Provided, That this inhibition shall not apply - 
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First, we increased the Jensen amendment from 25 to 50 percent. 

In other words, you could replace one out of every two and not one 
out of every four. The Jensen amendment is so written that you can- 
not replace but one out of every four. The suggested amendment 
provides that you can replace one out of every two. 

Second, two positions filled from within the agency other than by 
transfer or promotion from a position exempted under paragraphs (3), 
(4), (5), (6), or (7). 

In other words, it cannot apply for the transfer within the agency. 

Senator McCLe tian. That is within the same agency? 

Senator Cuavez. That is right. 

To offices or positions required by law to be filled by appointment 
of the President by and with the advice and consent of the Senate. 

No 4. applies to hospitals for medical care. The Jensen amendment 
said: 

To nurses, doctors, or other medical personnel, including orderlies in the Publie 
Health Service, Freedman’s Hospital— 

But the Jensen amendment takes in all personnel within hospitals 
because we feel that the cook working in the kitchen is just as essential 
in some instances as would be the doctor or the nurse. 

It is the same way with the custodian and the people who clean 
the rooms. 

Senator McCLetian. That would apply to the operation of the 
hospitals. 

Senator Cuavez. That is right. 

Five, to employees in grades CPC 1, 2, and 3 

Senator McC.Le.tian. What are those? 


CUSTODIAL PERSONNEL 


Senator Cuavez. They are the lower brackets, the custodial help. 

Senator Wuerry. Are they not employees up to $2,700? 

Senator Cuavez. That is more or less right; $2,600. 

Senator Hiiu. It does not take in all employees up to $2,700 as 
there written, because it is only those in the custodial service; is 
that right? 

Senator Cuavez. That is correct. 

Senator McCLetuan. It does not apply to clerks? 

Senator Cuavez. At the last meeting it was decided they should be 
included from the standpoint of wages and not classification up to, 
say, $2,600 or $2,800, or whatever it was. That is up to the committee. 

Zz his only applies to this classification and it is not general. 

This No. 5 would only exempt those employees CPC 1, 2, and 3. 
They are generally the custodial force up to the wage of $2,600. 

Senator Wuerry. They are your protective organization? 

Senator Cuavez. That is right; but it does not apply to the general 
clerks, the typists, and stenogr raphe rs. Some suggestion was made by 
Senator Hill that he thought “the »y should ine lude the lower cler ks, the 
typists, the stenogr aphers, who get up to about $2,600 to $2,700. 

I believe that suggestion is well taken: 

Senator McCietitan. Why? 

Senator O’Manoney. That is where your turn-over is 

Senator McCLe.ian. If you are going to exempt them, you are not 
going to save anything by the amendment. 
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Senator O’Manoney. People work for only a short time. If you 
do not exempt them, then those positions cannot be filled. 

Senator McCLeLLan. What have we got to convince us those are 
the ones who are in the quick turn-over bracket? 

Senator O’Manoney. That is the record of employment in all the 
agencies. 

Senator CHavez. Your higher men do not quit. You have to fire 
them. Your stenographers, the typists, the lower echelon do quit. 

Senator McCLetian. You believe if you make that exemption you 
would have nothing? 

Senator CHavez. I am saying I think they should be. The com- 
mittee has only recommended the custodial help and the guards up 
to this time. It is up to the committee. 


LANGUAGE INTERPRETATION 





Senator O’Maunoney. Before you go to No. 6, Senator, I have been 
glancing over No. 2. I think that you have got there what amounts 
to a double negative. The proviso is: 


That this inhibition shall not apply to positions filled from within the agency. 
Then you add the language: 
other than by transfer or promotion from a position. 


Is it not the effect of “other than by” to say that it will apply to 
those which you exempt in the following paragraph? It is a double 
negative. 

Senator CuHavez. That suggestion was made by the General 
Accounting Office; Mr. Weitzel. 

Mr. Werrzev. The reason for that is if you do not exclude from 
this exemption of positions filled from within the agency, the positions 
filled by transfer or promotion, for example, from a position which is 
under exemption, the agency will be able to bring into the Bureau of 
Old Age and Survivors Insurance 50 people, because that is exempt, 
and fill vacancies. 

The next day they can transfer them over to the administrative 
office of the Federal Security Agency and that would also be exempt 
because it was filled from within the Agency. 

Therefore, in order to close the door somewhat, we felt that with 
so Many exemptions coming in vou had to have that. 

Senator O’Manonry. Nevertheless, you say by that ‘other than 
by” clearly that these exemptions that you are making in the following 
paragraphs do not amount to anything. The way to cover that is 
by specifying what. 

Senator Corvon. I think he has done it. He says if the positions 
are filled within the agency. Then that is right. 

But they cannot be filled within the agency by transfers from any 
of these exempted groups. 


EFFECT ON NEW AGENCIES 


Senator Tuyr. Mr. Chairman, does this Jensen amendment reach 
the new agencies that are being created daily and they can staff those 
agencies? 

Senator Cuavez. Not in this bill. The full committee should, at 
the proper time, take care of that. J know what the Senator has 
in mind, 
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Senator WHerry. Does not paragraph | take care of it? 

Senator McCie.tian. That only applies to this act. 

Senator WHerryY. You mean other acts. I see. 

Senator Cuavez. If we agree on an amendment such as this, it will 
probably be the pattern for the rest of the appropriation bill. 

Senator WHerry. I thought he was asking about questions of new 
employees coming into the departme ng. 

Senator THyr. New agencies. 

Senator Wuerry. That would be new employees. 

Senator Cuavez. What we asked the General Accounting Office to 
do was to shut the door. 

Senator Wuerry. That does not quite answer Senator Thye’s 
question. 

Senator Corpon. If a new agency staffs its agency and thereafter 
by resignation or transfer it loses some of its help 

Senator McCLEeLLEN. Any new agency that is created on the recom- 
mendation of the budget, that says how many it shall have, how 
many people. 

This does apply as to this bill. 

Senator Corpon. After it has been staffed it then applies to those 
who leave by separation. 

Senator McCieiian. Then it applies. 

Senator Corpvon. That is right. 


CONSTRUCTION WORKERS 


Chairman McKevtiar. Gentlemen, as you know, there is a lot of 
building going on in Tennessee. Take the employment of daily 
workers. They are usually transitory They could not hire but half 
of what they were grante dd. 

Senator Cuavez. | think they would be exempt under No. 5. 

Chairman McKeuiar. I do not think so. 

The word “construction” there would cover the daily worker. 
They are just transitory workers. 

Senator Cuavez. There is only one difficulty with the amendment. 
We are trying to apply it now to another appropriation bill. Each 
one will have to meet its own problem. 

As far as this amendment is concerned, we try to confine it to this 
particular appropriation bill. The ‘‘construction”? would apply to a 
number of these projects going on in Tennessee. 

Senator McC Le_ian. The Department of Labor and Federal Se- 
curity are not doing construction work, so as to this particular bill 
I do not think it would have effect. 


EXEMPTION FOR TRUST FUND EMPLOYEES 


Senator CHavez. No. 61s: 


To employees paid wholly from trust funds, or funds derived by transfer from 
trust accounts, 


That only applies to two particular agencies in this bill. It applies 
to the Food and Drug Administration and to Old Age Insurance, and 
the railroad retirement get pi aid out of trust funds. 

It will exempt those employees. 

Senator WHerry. Why should they be exempt? 
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Senator Fercuson. Should we not try to save money for those 
people? It is the same as the tax. 

Senator WHerry. Maybe they are more overstaffed than any 
branch. 

When you start to write in a series of objections, it seems to me you 
defeat the purpose of the bill. You take the Veterans’ Bureau. If 
they really need a hair combing, it is down there. Yet they make a 
good case each year. 

If vou are going to review the situation—if they cannot reduce their 
personnel 5 percent, I do not know of a bureau in this whole town that 
can, 

Senator Cuavez. With reference to the Old Age employees of whom 
there are nearly 15,000, the work is planned on a production rate and, 
in order to receive earnings reports, issue account cards, so many 
employees are required to do the job. 

A reduction results in the work of piling up to be done another day. 
The average salary for this group is considerably less than for me 
other group. It is $3,300 compared to the average for the bill « 
$4,100. 

The same is true of the emplovees in the Railroad Retirement 
Board. 

The main reason why we said they should be exempt is that they 
get paid from a trust fund and not from the general fund of the 
Treasury. 

Senator Fercuson. In effect, if we are operating those trusts by 
supervision, that trust money is the same as tax money. It comes 
from the people back home. 

Senator McCLe.._an. It comes from a form of taxes. 

Senator HaypeN. I might say that when Senator Chavez is through 
with his discussion, | will say | am against the whole scheme. 

Senator Wuerry. I think the time to ask the questions is right now. 

Senator Cuavez. That is right. 

Senator WrHerry. Why should you exempt these employees who 
work in these trusts? I do not see any difference. If, in trying to 
make a cut you take out these items and take out the military and 
take out the trusts and take out the rest of them, you will not have 
much of a cut, but just a pious hope. 

Senator Cuavez. The answer is just as simple as the question 
the answer is that they are being paid out of trust funds. 

Senator Wuerry. That does not make any difference. We are 
responsible for the trust funds. 

Senator Youna. Would not some exemption be necessary in the 
heart and cancer research? 

Senator Wuerry. I do not see why there should be any. As a 
general principle, | do not know how you are going to make a lot of 
saving here if you keep getting a lot of exemptions. 

Chairman McKetiar. Do you want to vote on this? 

Senator WHerry. No; we are just talking. I want to compliment 
you on what vou are trying to do. 

Senator Cuavez. There are 15,000 emplovees working under the 
trust funds. They have a production rate of accomplishment. If 


you do not exempt them, that work will keep piling up. It is their 


money. 
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Senator FerGuson. Wait a minute. Is it their money? It is 
money that comes in from assessments. I do not see any difference. 

Senator Cuavez. A dollar buys very little now. It is up to the 
committee. Now, I would like to go on to No. 7. 

Chairman McKetuuar. Before you leave No. 6, would that affect 
the work that the Atomic Energy Commission is doing? 

Senator Cuavez. No, sir. It would only apply to the railroad 
retirement and the old-age assistance. 

Senator FerGuson. And just to their employees? 

Senator Cuavez. That is right. 

No. 7 reads: 
To employees paid from appropriations of, or measured by receipts. 


Now, there are two agencies in this bill, the Food and Drug Admin- 
istration and the credit unions, who issue licenses. They get money 
of their own, and when they pay their emplovees by that class of 
money instead of from a direct appropriation, this does not apply. 

Senator WHerry. Why not? 

Senator Ferauson. That is a different thing. 

Senator Corpon. While the subcommittee says that they want to 
leave it out for that reason the full committee can, if they want to, 
put it in. 

Senator Cuavez. That is right. 

Senator WHerry. Why should they be exempt? 

Senator Corpon. From the standpoint of the full committee, I 
know of no reason. 

Senator CHavez. One reason is that they get this money not from 
a direct appropriation. 

Senator Wuerry. I understand that. What difference does it 
make? Somebody is paying it in the form of an indirect tax. 

Senator Cuavez. All right. 

Senator Fereuson. It is a little different from the tax dollar; it is 
not collected from the general public. 


FOOD AND DRUG ADMINISTRATION 


Senator Cuavez. The Food and Drug Administration, to my mind, 
is possibly as important an item as there is in this bill. 

Senator O'Manoney. Of course, the receipts which any bureau of 
the Government obtains reduces to that extent the amount. of appro- 
priations which we will make. 

Senator WHerry. But what difference does it make as far as the 
emplovees are concerned? 

Senator O’Manoney. That is right. 

Senator Cuavez. The general philosophy and the reason we did it 
in this particular instance is that the Food and Drug Administration 
goes out and takes care of us when we are asleep and when we are 
discussing something else. 

Senator O’Manoney. Is there a provision in here to the effect 
that the amount received by such and such an ageney may be expended 
by the agency? 

Senator Caavez. They have that authority now. 

Senator O’Manoney. And that is a revolving fund? 

Senator CHavez. That is right. 
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Senator O’Manoney. I think revolving funds are one of the most 
vicious of all. 

Senator Frerauson. It allows you to drum up business and then 
use the receipts all for salaries. 


EXEMPTLON FOR INSPECTION SERVICES 


Senator Cuavez. Now, if you will look at page 11 of the bill, vou 
will note the total appropriation for ‘Salaries and expenses, certi- 
fication and inspection services’’—that is the one we are trying to 
exempt. 

For expenses necessary for the certification or inspection of certain products, in 
accordance with section 406 
and so on 
the aggregate of the advance deposits during the current fiscal year to cover 
payment of fees by applicants for certification or inspection of such products to 
remain available until expended. 

In other words, we advance the money to this particular agency. 

Senator WHerry. That is what you said it is—a revolving fund. 

Senator Cuavez. It is a revolving fund, but there are revolving 
funds and revolving funds. In this particular instance I do not 
know what we would do unless we exempted the Food and Drug 
Administration. 

Senator WHerry. You have explained it to me. 


PERSONNEL LIMITATION 


Senator Cuavez. The next one, No. 8, provides that they shall be 
exempt during such time as the total personnel paid under such 
appropriation or authorization is not more than 90 percent of the 
average number of employees listed in the budget for 1952. In 
other words, we are trying to put a ceiling there of 90 percent. 

Senator Fereuson. And you cannot cut them more than 10 percent. 

Senator ELLeENpDeR. You will have a floor of 90 percent. 

Senator Cuavez. That is night. If they cut by themselves, this 
does not apply. 

Senator Fmreuson. And if we in the regular appropriation took 5 
percent off of their payroll, this would only cut it 5 percent more. 

Senator Cuavnz. That is right. 

Senator FrrGuson. And if we took 8 percent off their payroll, they 
could only cut it 2 percent more. 

Senator CHavez. That is right. 

Senator Frerauson. So they do not lose anything by our cutting? 

Senator Cuavez. That is night. 

Senator Fereauson. And if we cut them 11 percent, they would not 
lose any? 

Senator Cuavez. In other words, we are trying to get them down to 
90 percent. 

Senator Wuerry. This would force the agencies to employ 90 
percent of their 1952 average before they could start the application 
of this law. How are you going to protect a new agency? 

Senator Toyz. I am thinking of such an agency as the Office of 
Price Stabilization. 


84974—51 


3 











16 LABOR-FEDERAL SECURITY APPROPRIATIONS, 1952 


Senator Fercuson. The OPS is not in here. 

Senator WHeErRRY. Is not my statement correct? 

Senator CHAveEz. Section 703 (a), at the top of the page, states: 
civil office or position which may become vacant by death, retirement, designa- 
tion, transfer or any other separation. 

Senator WHerry. I understand that would apply to a new agency 
after it was staffed 90 percent of its 1952 estimate. 

Senator CHavez. That is right. 

Senator Wuerry. Therefore, answering Senator Thye’s question, 
this would guarantee new agencies the right to staff to 90 percent of 
their 1952 budget, but after that 

Senator CHAvEz. Can we ask what was the interpretation as to that? 

Mr. Fisuer. It would be staffed 100 percent, and then any time 
somebody left by death or resignation, retirement or transfer, and 
so forth, this would apply. 

Senator WHerry. Where is there ny aprovision that this would not 
apply before they staffed 100 percent? 

Senator Corpvon. The bill itself, all the way through. 


AUTOMATIC TERMINATION OF AMENDMENT OPERATION 


Senator McCLe.tuan. Once they get up to the budget figure, this 
arbitrarily starts working. 

Senator ELLeNpER. Then are we to understand that if an agency 
should employ a total of 10,000 people, when 1,000 of them have 
been dripped off, this does not apply? 

Senator Fercuson. That is all it is. 

Senator Wuerry. This does not apply then. 

Senator ELLeNpER. And it only applies to this act, it does not apply 
to any other appropriation? 

Senator Fereuson. Only this appropriation bill. 

Senator YounGc. May we have a clarification on that? 

Mr. Werrzet. As to the point made by Senator Wherry, this 
amendment would start to apply, as soon as the agency got one man 
on its roHs, subject to the 90 percent floor. In other words, if a new 
agency has 1,000 employees on its rolls as of July 15, and 100 of those 
have quit by July 30, it could only fill 50 of those vacancies resulting 
from that, and the money would be impounded for the other 50 
emplovees. 

Senator Fercuson. But there is no new agency in this appropriation 
bill. 

Senator ELLeNpER. This applies only to this appropriation bill. 

Mr. Werirzex. But if some new agency came in, this would apply. 

Senator McCievitan. What about this principle, when you get 
down to 90 percent of the estimate? 

Senator ELLENDER. Why not meet that when we get a bill? 


RESUME OF JENSEN AMENDMENT 


ae Corpon. You have here a budget that was prepared last 
ver It came over here after the first of the year. It carries specific 
information with reference to the number of personnel for which 
appropriations were requested. Under the terms of the Jensen 
amendment, that agency can have up to 90 percent of that personnel 
and that personnel cannot be touched under this amendment. 
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Senator CHavez. That is right. 

Senator Corvon. When it gets to 90 percent and there is a separa- 
tion of one individual, he is off, but when there is a separation of two, 
only one can be put back. 

Senator CHavez. That is right. 

Senator Corpvon. Now, if there be a new agency created, after the 
budget was sent over, this amendment does not touch that agency at 
all because it is not in this budget nor is it in this bill. 

Senator Cuavez. That is right. 

Senator Corpon. When a supplemental comes in to provide for 
that appropriation, then this committee, if this be adopted, would 
have before it the question of whether it was going to make the 
application to that agency. 

Senator Frerauson. I think you are right. 

Senator ELLENDER. We have had evidence produced before some 
of the committees to the effect that although an agency is able to, 
let us say, employ 1,000 persons, they are not able to get them, and 
can only get 950, for example. Now, does this apply to the 50 they 
did not get? 

Senator Corpon. It does. 

Mr. Werrzeu. Senator, as long as they are above 90 percent of 
the average number of the budget, it would apply. If they did not 
have the total number that the y had planned for in the budget and 
if two of their people quit, only one could be hired back. 

Senator Cuavez. In other words, we are trying to hold them down 
to 90 percent. 

IMPOUNDING OF RESERVE FUNDS 


Now, Mr. Chairman, in connection with section 8 (b), the sugges- 
tion was made here last Saturday, . when we last met, that the 
exception was all right, and so forth, but that they would still have 
the money; so we asked the General Accounting Office to provide us 
with language here that would take care of the mone vy that was 
saved by this method, the money that they could not use. So they 
put in section (b) which reads as follows: 

Each agency shall impound and deposit in the general fund of the Treasury 
as soon as practicable, but not less frequently than quarterly, an amount equiva- 
lent to the savings resulting from the vacant positions which are prohibited trom 
being filled by this section, based on the salaries of the prior incumbents of the 
positions, 

Senator McCiexuan. In other words, they cannot refill them. 

Senator Cuavez. That is right. This is the second hold that you 
have on them. That is what it is. 

Now, I want to give the committee my opinion on what this 
amendment does. This is the opinion of the chairman of the sub- 
committee. 

It is going to save very little money, as far as actual savings are 
concerned. The mone y that will be saved will be in what it prohibits 
them from doing in the future. In other words, as far as dollars and 
cents are concerned, it appears to me that there is going to be very 
little money saved, but it puts them on notice that they just cannot 
run wild and fill new positions and more positions and more positions. 
I believe that the amendment as now suggested on the whole is in 
keeping with the philosophy that Congressman Jensen had in mind 
when he instituted his amendment. 
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Senator O’Manonry. Now, Mr. Chairman 
Chairman McKe.uar. I will recognize the Senator from Oregon. 


PROPOSED EXPENDITURE LIMITATION 


Senator Corpon. I wanted to make a statement for some time. I 
will start in by saying that I have had to change my mind about the 
practicability and the workability of the Jensen amendment. I just 
do not think we will get anywhere under it. 

I think the sound thing for this committee to do here and hereafter 
on every bill is to give careful consideration—and I am for reduction 
in personnel—to provide for a prohibition in the form of a limitation on 
expenditures which would provide that no bureau or agency—and I 
think this limitation should go to every appropriated item in here, and 
for the purpose it will be worked out from a schedule or appropriations 
which has been furnished by the budget—that no appropriations for 
personal services and expenses—I think that is the terminology used in 
the bill—shall be available for the payment of personal services in a 
“et cific amount which will be 95 percent of the amount set out in the 
budget for that particular activity. That amount can be worked out 
in dollars, and the provision would be “Provided that not more than 
blank dollars of this approprik ution shall be available for the payment 
of pe ‘rsonal services.’ 

Senator McCuie.titan. Why could not you reduce it by the 5 percent 
to begin with? 

Senator Ferauson. That is what Senator Cordon is trying to do. 

Senator Corpon. That can be done, but then they may take it out 
of the expenses, in order to maintain the personnel involved. That 
is the only reason for it. 

Senator O’Manonry. That would be a much more sensible approach 
than this. 

Senator Corpon. I cannot help but think so. I have tried to work 
this out and I cannot make it work. 

Senator O’Manonry. I have two points I would like to make, and 
if Mr. Stone of the Budget, or the representatives of the General 
Accounting Office can give me any information on this question, I 
am sure the committee would be glad to have it. 

We start out in the Jensen amendment by saying that no part of 
the appropriations or authorizations shall be used to pay the compensa- 
tion of any incumbent appointed to any civil office or position which 
may become vacant by death, retirement, resignation, transfer, or 
any other separation. 

There is no evidence that I have seen before the committees of 
Congress or before the Houses of Congress to tell us how many such 
vacancies are likely to occur. Nothing to that effect was stated in 
the committee hearings on any of these bills. 


PERSONNEL TURN-OVER RATE 


The Jensen amendment was proposed on the floor of the House. 
So far as I have been able to find, there has been no explanation on 
the floor of the House as to how many vacancies will be closed to 
filling as a result of this amendment. 

Mr. Stone, do you have any information on that? 


3 
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Mr. Fockxr. My name is Focke. I am representing the Bureau of 
the Budget with Mr. Stone. 

The figures on the possible turn-over vary widely from as high as 
36 percent to as low as 18 or 20 percent. 

Senator O’Manonry. The 36 percent is in the lower brackets, 
chiefly, is it not? 

Mr. Focker. Yes, sir. 

Senator O’Manonery. That is turn-over? 

Mr. Focke. Yes, sir. 

Senator Corpon. May I interrupt for a moment? When you say 
36 percent turn-over, that would mean an average of 18 percent lapses 
for the whole year, because the turn-over follows through the whole 
fiscal year, does it not? 

Mr. Focke. Roughly. 

Senator Corvon. And 18 percent would be 9 percent, taking man- 
years, or lapses, for the full year. Is that right? 

Mr. Fockr. No, sir; it does not work out quite that way. 

Senator Corpon. Why? 

Mr. Fockxr. May I answer Senator O’Mahoney’s question first? 

Senator Corvon. I thought you had answered him. 

Mr. Fockr. When this bill with this amendment was referred to 
us, there was an accompanying statement from the subcommittee 
which indicated that the turn-over rate for the Federal Security 
Agency was 24 percent on the basis of experience, and in the figures 
we have prepared, we have accepted that 24 percent turn-over figure. 

Senator O’Manonery. Does the Bureau of the Budget itself have 
any figures on this? 

Mr. Focxr. We figure that ours, Senator, would run about 27 
percent, 

Senator Ferauson. You mean in the budget? 

Mr. Focxe. Yes, sir. 

Senator Frerauson. He is not asking you about that. 

Senator O’\Manoney. | mean over all. Does Civil Service Com- 
mission have any such figures? 

Mr. Fockr. The Civil Service Commission does compile these 
figures. 

Senator O’Manoney. Have you seen such figures? 

Mr. Focke. Yes, sir. 

Senator O’Manonry. Do you know the rate of vacancies by death? 

Mr. Fockxr. No, sir; I don’t know them by individual items. 
Those are turn-over figures by death, resignation, transfer, and separa- 
tion from any cause. 

Senator Corpon. Well, now, will you answer my question? You 
have said that there is a turn-over of 24 percent in the agencies repre- 
sented im this bill for the fiscal year. Is that the number? 

Mr. Focker. Yes, sir. 

Senator Corpon. Does that not mean that the average full-vear 
lapses would be roughly one-half of that amount? In other words, 
you will have as many in the first 6 months averaged through as you 
will in the last 6 months, so that one lapse will be within 1 month and 
another lapse may be at the end of 11 months, so that you have to 
split it in the middle to get the average cut in costs, if the turn-overs 
are not filled. 

Mr. Focke. That is right. 
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Senator FerGuson. You probably hit it when you say 5 percent 
and we say 10 percent, because 10 is over the whole year, an average 
of 12 months, and if you start with 5 percent, that would be where 
vou would hit it. 

Mr. Fockxe. Mr. Chairman, I would like to point out that the turn- 
over rate is not necessarily the rate of the dollar savings. 

Senator Fercuson. I appreciate that you mav have a clerk and 
that you may have a $10,000 job. 


AVERAGE MONEY REDUCTION UNDER JENSEN AMENDMENT 


Mr. Fockr. Yes, sir. But the rate will not follow throughout the 
vear. Youdon’t get that turn-over—vou would only get a 10-percent 
saving with a 10-percent turn-over if the 10-percent turn-over occurred 
on the Ist of July. 

Senator Fercuson, But you average it over the whole vear, and 
therefore vou would get about 5 percent. 

Mr. Fockr. Yes, sir. The committee is talking about a 10-percent 
saving. You would get a 10-percent reduction in personnel, but you 
would not get a 10-percent saving. 

Senator CHavez. That is right. 

Mr. Fockr. Your savings would come out just a little above 5 
percent, because of the gradual rate of turn-over. 

Senator Cuavez. Would not the savings be in the following vear, 
in the follow-up, if vou did not fill those positions? 

Mr. Fockr. Yes, sir. 

Senator Cuavez. As a matter of fact, in this particular appropria- 
tion bill there would be little savings, but if the amendment were 
included, and those positions were not filled in subsequent vears, the 
savings would be there. 

Mr. Fockr. If they are not needed the next year. 

Senator ELLENDER. You sav 5-percent savings—you mean in jobs, 
do you not, and not in money, because we are a ‘aling here with jobs? 

Mr. Fockr. No,sir. You would effect a 10-percent savings in jobs 
by the end of the vear. 

Senator ELLENDER. In jobs? 

Mr. Fockr. In jobs; ves, mr 

Senator Ertenper. Allright. Suppose vou have a greater number 
in the $8,000 bracket than in the lower brackets who leave the service’ 
Your savings then would certainly be greater if vou are dealing with 
jobs. That is why I say that we cannot use 5 percent of the appro- 
priations for salaries and say that the savings will be greater or less 
than if we deal with jobs. 

Mr. Fockr. That is right, Senator. You can only do it on the 
basis of average figures for salaries, average figures for turn-overs, 
and expectations as to who will die, who will resign, who will transfer, 
and so forth. 

Senator Ferauson. Senator Cordon, you suggested that we take 
5 percent right off the amount of money. 

Senator Corpon. The amount of money that is set up in the budget 
for personal services only. 

Senator Fercuson. That is all right. 

Senator Corpon. From the budget estimate we would cut 5 percent 
of the amount of money to be spent for personal services, in each 


agency. 
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Senator ELLENDER. How do you reach that 5 percent figure with 
the Jensen amendment in mind? 

Senator Corpon. You mean how do I reach my percent? 

Senator ELLENDER. Five percent of the money. Here we are 
dealing with jobs. 

Senator Frerauson. I want to ask how many jobs that will be. 

Senator Corpon. Now, gentlemen, I will be glad to go into it. 
So far as it relates to the Jensen amendment, | have no consideration 
at all. I do not know how it will work out. 

Senator ELLeNpDER. | thought vou were dealing in terms of this 
amendment. 

PROPOSAL FOR SUBSTITUTE AMENDMENT 


Senator Corpon. No. Ido not think this will save 5 percent. 

Senator O’Manonry. Why would not the sensible thing be to strike 
the amendment out, and then try to work out something in the nature 
of a substitute to be added to the last bill and made applicable to all of 
the bills, if we can reach it? 

Senator Firauson. The reason I am opposed to that, Mr. Chair- 
man, is this: This was put in by the House. This committee is not in 
svmpathy with this thing, and we will wind up with nothing, unless 
this committee acts and really does the job in this committee. 

Senator O’Manoney. Last vear we had the same thing, we ended 
up with a flat cut. 

Senator FerGauson. But we only had one bill then. 

Senator Young. Mr. Chairman, I would like to offer this suggestion: 
| do not like the Jensen amendment, but 1 think this one could be 
modified and made acceptable. 

For instance, if in section (8) vou changed the percentage to 85 
percent, that would help, would it not? 

Senator Fercuson. Sure, it would be helpful. That would be 
helpful because then vou would really be cutting some personnel, and, 
gentlemen, tf [ may just have a word, I think there is a reason for 
cutting personne! in all of these agencies. 

Senator O'Manoney. Well, L agree. 

Senator Ferauson. Because we have a lot of agencies that are 
starting up new, where they need employees; that ts, in the armed 
services, and so forth. They need employees, and if we have a pro- 
vision whereby as their emplovees resign, quit, die, or separate, what- 
ever the cause may be, and they can only fill half the positions, vou 
are cutting down in personnel, and at the beginning of next year you 
will have the personnel down to a reasonable figure. 

Senator Cuavez. That was the idea of the recommendation made in 
the House. Now, the Jensen amendment came from the House. 
Now, this committee wants to take its full responsibility. 

Senator Ferauson. | hope so. 

Senator Cuavez. This committee will want to work out in confer- 
ence an agreement on the Jensen amendment, and this is the sugges- 
tion that we have made. I think I am correct when | say that the 
whole committee feels that there is too much Government personnel. 
We did not want to get violent about the matter. We thought we 
should do it in a sound way, and we have recommended that there 
should be a reduction of at least 10 percent in personnel. That is the 
purpose of the amendment. 
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Senator Corpon. Why not 5 percent? 

Senator Cuavez. Even 5 percent would be better than what we 
have now. 

Senator Hitt. May I say a word here? 

Chairman McKetuar. Yes. 

Senator Hitxi. As the Senator from Oregon has well said, nobody 
knows what the Jensen amendment or the proposal of the Senator 
from New Mexico will do. Nobody can tell. We all want to make 
a reduction here, but we ought to try to know, insofar as we can, 
what we are doing. 


EFFECT OF AMENDMENT ON PUBLIC HEALTH SERVICE 


Now, the Senator from Minnesota, I think it was, asked about the 
heart business or was it the Senator from North Dakota? 

Senator Youna. I believe they are exempt. 

Senator Hii. They are not exempt at all. I call your attention, 
for instance, to page 793 of the hearings and to a statement of the 
effect of the Jensen amendment on the Public Health Service. The 
first item they cite here is the control of tuberculosis. 

The Division of Chronic Disease and Tuberculosis operates two teams which 
oer technical assistance to large cities in chest X-ray case-finding projects. 
Zach of these teams include a complement of 40 photo-fluorographie technicians, 
a complete indispensable and relatively scarce skill. Commitments to assist 
communities by use of these teams are made 6 to 18 months in advance. Em- 
barrassment and dislocations of operations are inevitable in the case of forced, 
unplanned, staff reductions. An annual turn-over of only 20 percent would, by 
the operation of the Jensen amendment, legally force the technical staff of each 
team down from 40 to 34, automatically throwing into disuse at least three 
$10,000 machines which would otherwise take approximately 150,009 70-milli- 
meter chest films a year in community-wide case-finding campaigns. Considering 
the second team, this effect would be doubled. 

Then it goes on to the control of venereal disease. 

Case-finding projects employ largely nonprofessional technically trained 
emplovees. A project initiated at a level of 20 employees in July, having a 
monthly turn-over of 3 percent, would be reduced to 17 by January and to 14 
by June. Thus the Public Health Service will be giving 67-percent protection 
to our soldiers and civilians and to their families who remain at home. Syphilis 
eannot be two-thirds eradicated. It cannot be rendered two-thirds as infectious 
or its ravages restricted to two-thirds of its present intensity. 

I think we could make a reduction, but we should know what we 
are doing. 

Senator Fercuson. Senator, you are talking about 713 employees 
in the venereal-disease control, whereas the grants, subsidies, and 
contributions are $8,000,000, which amount is not affected at all. 

The reduction only affects the $2,900,000 for the 713 employees. 

Over under the heading of ‘‘Tuberculosis control’ there are only 
557 emplovees, and the grants, subsidies, and contributions are about 
$6,000,000. 

Senator Hitu. Yes. I have not checked your figures there about 
the employees. These two items are why you have had Federal 
activity by these Federal employees. 

Now, as I say, I think you can make these reductions in every 
section, but at least we ought to know what we are doing, and whether 
we are going to upset a lot of these programs. 

Senator Fercuson. We do know that vou would have 557 employ- 
ees with the Public Health Service. If they were not connected 
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with hospitals, dispensaries, clinics, or quarantine stations, excluding 
administrative personnel not directly connected with the operations 
of any such specific activity, this would apply to them. But you have 
exempted the ones in the hospitals, the clinics, the dispensaries, and 
the quarantine stations, so you are only cutting a small fraction of the 
personnel. 

Senator Hitt. When you say hospitals, dispensaries, clinics, or 
quarantine stations, that language was not in the House amend- 
ment, and I do not know whether that would cover them or not. 
I know that if you have some language in here about the Public 
Health Service programs, you would take care of them. 

Senator Haypen. Mr. Chairman, I have to be on the floor on 
account of a pending bill. I just want to be recorded as voting ‘‘no”’ 
on these propositions, because I absolutely refuse to vote for something 
I cannot understand, and nobody can explain this to me. 

Senator Cuavez. There is only one way to understand govern- 
ment. You will never understand expenditures by the Federal Gov- 
ernment. 

Senator Haypen. I can understand a reduction such as Senator 
Cordon suggests, where you are making a reduction of a specific 
amount. ‘This is blind, and I just do not believe in that kind of 
legislation. 1 do not want to delegate the authority I have to some- 
body else to make the cut, not knowing what he is going to do. 

Senator Cuavez. If you really want to cut, we had better do it 
ourselves, because they will not do it as long as you give them the 
money. 

INTERPRETATION OF AMENDMENT 


Senator O’Manoney. There is another question I should like to ask. 
Earlier in the morning I raised the question of the interpretation of 
paragraph 2. I still believe that my interpretation is —, I 
would like to ask Mr. Weitzel to look at paragraph No. 4. The 
prohibition against the filling of any vacancies does not aie to 
employees of ‘hospitals, dispensaries, clinics, or quarantine stations. 
That is clear, is it not? 

Mr. Weirzeu. Yes, sir. 

Senator O’Manoney. Therefore, under this exemption, it would be 
possible for an agency having jurisdiction over any hospital to make a 
promotion to fill a vacancy, would it not? 

Mr. Werrzeu. Yes, sir. 

Senator O’Manoney. Now then, what is the effect upon promotions 
within these hospital agencies, of the new language which is added to 
paragraph 2, which says that this prohibition shall not apply to 
positions filled from within the agency, and then we have added the 
language “‘other than by transfer or corr from a position ex- 
empted under paragraphs (3), (4), (5), (6), or (7).” 

Would that not, therefore, prohibit the pa of an employee 
of a hospital to fill a vacancy in a hospital? 

Mr. Werrzeu. Senator, the intention is to completely exclude 
employees in hospitals, dispensaries, clinics, and quarantine stations, 
as stated in paragraph 4. 

Senator O’Manoney. Certainly. 

Mr. Werrzeu. So that they would not need the benefit of the 
exemption provided in paragraph 2. However, if there is any doubt 
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as to the construction of that, we will be glad to work on it some more 
and modify it. 

Senator O’Manonry. Now, is there not some doubt there? 

Mr. Werrzeu. I can see that you might have a doubt. 

Senator O’Maunonry. Do you not have a doubt? 

Mr. Werrze.. To my mind it is clear, but perhaps I have been too 
close to it. I can certainly agree that people could doubt it. 

Senator O’Manoney. It is in the nature of a double negative, be- 
cause vou say that this shall not apply to a whole group and then 
you say that it shall not not apply it to this group. 

Mr. Werirrzev. And, therefore, it would apply, by the rules of logic. 
However, we have to consider the matter of a specific exemption for 
that whole class of emvlovees. 

Senator O'Manoney. That is only another reason why the sugges- 
tion made by Senator Cordon is the one we ought to follow. 

Mr. Werizer. You will recall our testimony to the effect that the 
best wav, We thought, for the committee to proceed would be to 
examine each tiem and compute the amount of the cut desirable. 
{ do not think there can be any disagreement with that. We shall be 
glad to assist the committee should the committee decide to do that. 
But we will also be happy to examine the situation pertaining to this 
language. 

Senator Corpon. With reference to the matter which the Senator 
has brought up, while | do not think this thing is workable, and | 
doubt that he is right in this particular matter. The general rule of 


law, as lL reeall it. is that vou must consider all of these items. Every 
one bas to be given eifeet, if that can be done. While vou have this 


phrase ‘by transfer or promotion from a position exempted under 
paragraphs (3), and so forth, down here vou have the absolute exemp- 
tion of that particplar ageney. So that when vou apply both of these 
provisions to the extent that thev can be made workable, vou come 
out with an absolute, utter exemption of the hospitals, and so forth. 
Thev are not init at all. so they mav do anything they want to there. 

Senator O’ Masonry. How can you do that when, in paragraph (2), 
you say “other than by transfer or promotion from a position 
exempted’? 

Senator Corpon. Because you say that this inhibition shall not 
apply. 

Chairman MeKeiiar. Well, gentlemen, if vou have finished the 
discussion; Senator Chavez, do you offer this as an amendment? 

Senator Cuavez. I offer this amendment, Mr. Chairman. 

Senator Corpon. | am going to offer a substitute in a moment. 

Senator McCie ian. How about paragraph No. 6? 1] would like 
to see that out. I just cannot see it. 

Senator SaALronstauui. Mr. Chairman, I came in late, so I tried to 
keep quiet. I did talk to Mr. Focke, of the Budget Bureau, who is 
right behind me, and he tells me that the Jensen amendment would 
only reduce salaries six-hundredths of 1 percent. I believe he has a 
little statement which I think it would be helpful to hear, before the 
committee votes, if the committee cares to do so. 

Senator Fercuson. Did I understand vou to say 600 percent? 

Senator SaLTonsraLy. No; six-hundredths of 1 pereent, which 
would be quite a large difference. 
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I do not know what Mr. Focke has to say, but I did have a little 
conversation with him, and I think the committee might be interested 
in hearing what he has to say. 

Chairman McKe.tiar. Without objection, we will hear from Mr. 
Focke. 


OPINION OF BUREAU OF THE BUDGET ON REDUCTIONS 


Mr. Fockr. Mr. Chairman, the views of the Director of the Bureau 
of the Budget were made known to the committee by a letter addressed 
to vou dated the Ist of June. There are just a few of the high points 
of that letter that 1 would like to bring to the attention of the com- 
mittee, with your permission. 

It has been the position of the Bureau of the Budget that if Con- 
gress Wants to cut the appropriations, the proper way to do so is by 
cutting the dollars. There has been some disagreement on that at 
this stage last vear, but that has been our position. That is merely 
a generality. 

{ would like to illustrate that, Mr. Chairman, by a few examples 
from this particular revised amendment which the committee now 
has before it. 


PERCENTAGE OF AMOUNT OF DOLLAR SAVINGS 


Senator SavronstaLy. Am I right in saving that vou said to me 


that the Jensen amendment, if carried through the Labor-Federal 
Security bill, would cut the salaries by only six hundredths of | 
percent. 

Mr. Fockr. In addition to cuts already made by the House 
salaries. 

Senator SALTONSTALL. So that the effect of the Jensen amendment, 
over and above any dollar cuts, would be six-hundredths of 1 percent. 

Mr. Fockr. Assuming that the turn-over rate continues hig] If 
it should drop for one reason or another the effect would be practically 
nil in dollar savings. 

Senator CHavez. Have vou figured what it would be in 1953? 

Mr. Fockr. No, sir. 

Senator Cuavez. It has been stated here over and over again that 
the Jensen amendment as now proposed by this subcommittee will 
not make any great cuts this year, but, as vou go along in the following 
vears, if you do not fill those positions, it will amount to something. 

Mr. Fockr. | cannot disagree with that, Senator. 

Senator ELtenper. But this is not a permanent law. This is an 
appropriation. 

Mr. Fockr. If vou could bind future Congresses as to what they 
would do in future vears, this would certainly result in a saving. 

Senator Freravson. Mr. Focke, in that letter which vou have re- 
ferred to, you make one statement that I am interested in—or, rather, 
Mr. Lawton did. 

[It is my view that there can be no effective substitute for the application of 


congressional judgment on the requirements of individual agencies and the 
programs of the Government. 


That is a correct statement, is it not? 


Mr. Focker. Yes, sir. 
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Senator Fercuson. Well, now, if we apply that and then say that 
we are going to cut these jobs, every other job, and that, according 
to the way the amendment is w ritten now, one-half of the jobs cannot 
be refilled, at the end of the year it is safe to say that we will have a 
5- to 7-percent cut in personnel? 

Mr. Focke. Yes, sir; possibly. 

Senator Ferauson. I mean, around that figure as an average. 

Mr. Focker. Yes, sir. 

Senator Fereuson. Then in the next year, with the personnel 
down, they would come in with the budget figures and say that they 
needed a larger amount of employees, and all the budget would do 
then, to run this kind of a program, would be to list their employees 
high. 

Mr. Focke. Yes, sir. That means that the answer to Senator 
Chavez’s question, in part, is that you would save that much money 
next year if next year you continued to be able to get along without 
those employees. 

Senator FerGcuson. Yes, if we were to take the figure of those on 
the payroll and not the figure demanded by the Budget. 

Mr. Focker. Yes, sir. 

Senator CHavez. Now, I would have one more question. How 
did you get your percentages, from the total amount on the appropria- 
tion bill or from the amount that was paid in salaries for personnel? 

Mr. Focke. Senator, may I defer the answer to that question for 
just a moment? 

Senator CHavez. Yes. 

Mr. Focke. Senator Ferguson read from the Director’s letter the 
sentence about making cuts by the considered judgment of the 
Congress. 

To illustrate what happens when we do not do that, I have a few 
figures here on some of these appropriations. The operating ex- 
penses appropriation for the National Institute of Health, which 
Senator Thye was interested in a moment ago, was not cut at all by 
the House on personal services. This revised amendment would cut 

it by approximately $231,935. 
Senator Corpon. Out of how much? 

Mr. Fockr. Out of $6,000,000-plus. 

Senator Corpon. There is not much point in giving us a figure as 
to the cut without relating it to the entire amount involved. 

Senator Ferguson. That would be a cut of some $231,000. 

Senator McCie.ian. Could we not go back to the appropriation 
item and pick out the amount we want cut and then tell them to reduce 
their employees accordingly? 

Senator Ferauson. We could go back and cut the 10 percent off 
these items, which would not result in a 10 percent reduction in 
personnel, but would save 10 percent of the money. 

Mr. Fockr. May I give a few more of these examples, sir? 

The salaries and expenses item in the Bureau of Apprenticeship in 
the Labor Department was not cut at all by the House. 

Senator Corpon. How much was it? If you do not relate a sug- 
gested cut to the full amount involved in the appropriation, that does 
not amount to anything. 

Mr. Focke. Senator, what I am trying to show is the difference 
between the considered judgment of at least one body of the Congress 
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in approaching these items individually and the kind of result you get 
from the blanket application of a formula like this. 

Senator Corvon. Go ahead. We know it is going to do something, 
or we would not pass it. 

Mr. Fockr. But it does not always do something. In the Bureau 
of Labor Statistics, Senator, the appropriation for salaries and expenses 
was cut by the House $555,000. This amendment would effect a cut 
of only $249,000. 

Senator Corpon. Why? 

Mr. Fockr. Because the House has already cut it more than this 
amendment would reach. 

Senator Corpon. Which amendment are you talking about? The 
Jensen amendment? 

Mr. Focxer. Yes, sir; or the revised amendment before the com- 
mittee. 

Senator Cuavnz. Where do you get the figures for the Bureau of 
Labor Statistics of $550,000? 

Mr. Focker. That is the amount that the House cut on the basis of 
& pro rata cut on expenditures for salaries. This is not the whole cut, 
either. 

The entire cut for that item of the Bureau of Labor Statistics—— 

Senator Corpon. I see what you mean. 

Mr. Fockxr. That amount was $692,000. The amount of that cut 
which would apply to salaries was $555,000. This amendment would 
only have cut $249,000, but there would not be anything for this 
amendment to reach. 

Senator Cuavez. Are you talking now about the Jensen amendment 
in the House? 

Mr. Fockr. No, the revised amendment before the committee. 

Senator CHavez. All right. 

Mr. Focker. In salaries and expenses for the Wage and Hour 
Division, the House cut $630,000. That was the considered judg- 
ment of a congressional committee; that is, that they could get along 
with $630,000 less for salaries. 

Senator CuHavez. But they went beyond that and included, in 
addition to the cut that they made in the House, the Jensen amend- 
ment. 

Mr. Fockr. Yes, sir; they did. 

Senator Cuavez. That is right. 

Mr. Fockr. But your amendment would not be in addition. It 
runs parallel with it, and that is why I say that in many cases it has 
no effect. 

Senator CHavez. We know that. 

Mr. Focksr. Because this amendment would have cut only $394,000 
as against the cut of $630,000 which the House has already made. 

Senator Cuavez. I know, but the House figures are not the ultimate 
figures. 

Mr. Focke. Yes, we understand that. All I am trying to show, 
Senator, is that the result you get from applying a formula will vary 
tremendously from the result you get when the committee sits down 
and considers what it thinks a particular agency should have in order 
to operate. That is the basis for our general statement that it is the 
feeling of the Bureau of the Budget that if Congress wants to reduce 
personnel, the proper way to do so is to cut appropriations for salaries. 
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Another thing that we would like to point out, Mr. Chairman, is 
that this amendment seems to us to be productive of a great deal ot 
red tape. It is the kind of thing 

Senator Cuavez. And you in Government are objecting to that? 

Mr. Focker. Certainly. : 

Senator Cuavez. All right. Go ahead. I congratulate vou. 

Mr. Fockr. We appeared before Senator McClellan’s committee 
last vear, and his committee and the Congress spent hours and hours 
trying to carry out the recommends of the Hoover Commission for the 
elimination of red tape. 

Senator Ferauson. Which has less red tape, a flat cut of money or 
the Jensen amendment? 

Mr. Fockr. The cut of money has no red tape. 

Senator Ferauson. What do you have to do? Fire somebody? 

Mr. Focke. Perhaps. But you have so much money, Senator, and 
you can plan your operations. 

Senator Ferauson. And do it with 10 percent less money. 


REPLACEMEN’Y OF PERSONNEL 


Senator Kincorre. Mr. Chairman, | would like to ask a question at 
this point. 

Under the amendment, or the Jensen amendmeni, there might be 
some disasterous results. For instance, if certain technical personnel 
was suddenly offered higher salaries, and resigned, and if they-were 
vitally needed and could only replace 50 percent of them or, as in the 
Jensen amendment, only 25 percent of them, vou might have an 
wency seriously handicapped. This amendment and the Jensen 
.dmendment would presume that the thing would be sort of a smooth 
shaving off of all levels, but I might say that it would be shaving off of 
vital levels completely, and that is not right, because it leaves it up to 
nature. 

Senator CuHiavez. Would not the same condition exist if you cut 
the money? 

Senator Ferauson. Why, sure. 

Mr. Focxr. No, sir; because you would know who had resigned and 
you could fill his job if you had the money to fill it with. Here you 
might have the money to fill the job, but you would be preve ‘nted from 
doing so by the mechanical ope sation of this formula. The progress 
of an agency under this amendment would be determined largely by 
the people who left the agency. The people who died or resigned or 
transferred would determine the level at’ which the ageney would 
operate. 

Senator Kitcore. In other words, the administrator of an agency 
could not replace his most necessary personnel. 

Senator Frrauson. He could promote. 

Mr. Fockxe. He could replace only one of two. 

Senator Ferauson. If a man dies you can promote another, under 
this amendment. 

Mr. Fockr. Let me show you what result this promotion feature 
mav have: Suppose the administrator of an agency has two grade 8 
employees and that he has a grade 10 vacancy and does not think 
that either one of the grade 8 employees should be raised to the grade 
10 vacancy. He does not think they are capable of filling it. 

Under present conditions, if one of those grade 8 employees quits, 
the administrator says “Good bye” and that is the end of it. Unde 


A 
< 
s 
2 








LABOR-FEDERAL SECURITY APPROPRIATIONS, 1952 29 


these conditions, he would say “Please stick around and we will give 
vou the grade 10 job because, if you leave, we can only get half a man 
to replace you.” 

That is going to result in poor utilization of manpower because it is 
going to result in promotions of employees who are un‘it or barely ‘it. 

Senator Saurronstau. In following out the suggestions of the 
Bureau of the Budget of a dollar cut, if, after making the dollar cuts, 
which we thought were proper, if we then took a 5-percent cut off all 
the salaries, that would be a much simpler way of accomplishing our 
result, would it not, rather than this amendment? 

Mr. Fockr. As long as vou cut the dollars, Senator, there is no 
basis on which we could object in principle to the action of the Congress. 

Senator Fercuson. Well, vou would not be greatly hurt with a 5- 
percent eut on personnel dollars. 

Mr. Fockr. That is a matter for the judgment of the Congress. 

Senator FrerGuson, It is a matter for the judgment of the Con- 
gress, but vou said just a little while ago that vou could shuffle the 
emplovees and that tt would not amount to much. 

Mr. Fockxr. No, sir. I say that only because of the fact that the 
House has already cut that much. 

Senator Fercuson. Of course, we get the screams if we cut in any 
way. The knife hurts just as much anywhere. 

Chairman McKeuiar. Are there any further questions? If there 
are no further questions, we are very much ob liged to vou. 

Senator Hitt. Have you gone into all of the objections raised i 
Mr. Lawton’s letter to the chairman? 

Mr. Fockr. | have a few more comments. 

Senator Hiny. I think we ought to have them. 

Chairman MecKerutiar. Make it as brief as vou can, because | have 
an appointment later. 


TRANSFER OF EMPLOYEES TO DEFENSE AGENCIES 


Mr. Focker. I will try to be brief, Mr. Chairman. 

This amendment will hamper the transfer of employees to the 
defense agencies. 

Senator Corpon. You were talking about the Wage and Hour 
Division a little while ago. T have just been looking at “these f figures. 
The House granted them $8,000,000. We raised that to $8,370,000. 
oe application of the 5-percent cut would reduce the $8,370,000 to 

8,303,000. That is just one that I have been able to work out here. 
That is just a sample of the application. They are left, then, with 
the right and almost the necessity of cutting their staff in the higher 
levels, in order to keep enough people in the middle levels, in the 
clerical force, to do the job of the agency. Now, that is just one 
example that I have worked out. Go ahead. 

Mr. Fockr. This tendency of an agency to hang on to its emplovees 
at all costs, because they can only replace half of them, will hamper 
the movement of emplovees to defense agencies; something which 
every committee of Congress, so far as I know, has done all it can to 
encourage. We are constantly being told in the executive branch 
that we should move emplovees from civilian pursuits and get them 
into defense agencies. This will cause administrators to protect 
themselves merely as an instinct of self-preservation, and they will do 
all they can to prevent that by giving their employees promotions. 
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Senator Fercuson. Would this not allow transfers? 

Mr. Focker. Yes, it would allow them, Senator, but the admin- 
istrators who have the employees will do their best to retain them. 

Senator FerGuson. To keep them from resigning? 

Mr. Focke. Yes, sir; or from transferring to defense agencies. 

Senator Cuavez. The reason they are doing that now is because 
every time they transfer they go up two or three grades. That is 
what we hear from the different departments, including this particular 
department. They can’t keep their personnel because the new 
agencies are offering the employees two- or three-grade promotions. 

Mr. Focxr. That is certainly true in many cases, Senator, but I 
do not think it is true in all. 

Another thing that we feel is that this would be bad for efficiency 
and morale of Government employees in general. If an employee 
knows that if the boss decides to fire him the boss can only hire half 
an employee to take his place, there would be a tendency to think 
that doing the work of half an employee is going to be good enough. 
It would certainly be difficult to administer an agency when the boss 
knew that he positively could not replace you unless the fellow next 
to you quit too, and that then he could only replace one of you. 


INDEFINITE EFFORT OF AMENDMENT 


Senator Corpon. The chief vice of the Jensen approach was ex- 
pressed by Mr. Lawton when he said that it is an attempt to reduce 
Government expenditure by accident or chance. There is not a 
definite result that you could predict as to the agencies. It rests 
wholly with the element of chance, with the very strong tendency 
created for what is equivalent to chicanery in the office itself in at- 
tempting to get its job done. I agree with that. 

Mr. Focxr. While you were figuring there, I] attempted to bring 
out Mr. Lawton’s point by saying that the progress of an agency would 
be determined partly by those people who had left; and who is going 
to leave none of us here can tell. 

Chairman McKe iar. Are there any further questions, gentlemen, 
or is there any further statement you wish to make? 

Mr. Fockr. No, sir. 

Senator Ferauson. As I understand it, you are opposed to this 
kind of method of cutting employees? 

Mr. Focke. We are opposed to a cut which would be worked strictly 
by a formula, the result of which cannot be foretold before the formula 
is put into the law. 

Senator Cuavez. In arriving at the figures that you used in deter- 
mining what would be saved, what figures did you use? You stated, 
I think, the reduction that was supposed to be made. How did you 
arrive at those figures? 

Senator Fereuson. They used the House figures; that is why their 
cut is so low. 

DOLLAR SAVINGS 


Mr. Focxr. The House cut the appropriation, Senator, in amounts 
that we considered attributable to personnel costs, to expenditures for 
salaries, $4,509,790, which was a reduction of sixteen-hundredths of 
1 percent. 

The revised amendment which is before the committee this morn- 
ing would result in a reduction, excluding the House cuts entirely, 
of $4,076,382. 
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Senator CHavez. You are talking now of salaries only? 

Mr. Focke. Yes, sir. 

Senator Ferauson. Money. 

Mr. Focke. That, under the Senate amendment, would be fifteen- 
hundredths of 1 percent. 

Senator Youna. If the figures—section (8) were to be changed from 
90 to 85 percent, could you make an estimate as to the cut that would 
result? 

Mr. Focxe. I would hesitate to estimate it offhand, Senator. I 
will be glad to supply that figure to the committee. 

Senator Youna. It is not necessary. 

Senator Cuavez. Are you not using the total figures of the bill in 
arriving at your deduction? 

Mr. Fock. Yes, sir. 

Senator Cuavez. Of course. Here we have a bill of some $2,800,000, 
and you are using that figure. But the bulk of that is for grants to 
States. But why do you not give us the figure of what would be saved 
if you apply it to the payrolls only? 

Mr. Focke. I can give you the figures in dollars; I cannot give you 
the percentages. I can supply them. 

Senator Cuavez. Give us the figure in dollars. 

Mr. Focke. The figure in dollars, on payrolls only, is $4,509,790. 

Senator Cuavez. When you use those figures, they sound pretty 
nice; when you say that you are going to save sixteen-hundredths of 
1 percent it does not sound so nice, when you apply it to the payroll 
proposition. 

Mr. Focke. I understand. 

Senator CHavez. Now, give us the percentages, because we want to 
know just exactly what you are trying to prove here. 

Mr. Focke. Now, may I leave out the percentages and give vou the 
dollar figures? There is no argument about the dollars. 

Senator CHavez. There is no argument about the dollars. I think 
the percentages offered here make an impression. I think you have 
come around here premeditatingly to make an impression that what 
we would be saving would be very little, and you are using the total 
of the appropriation, including the grants to the States, which is the 
bulk of the appropriation. 

Mr. Fockr. Senator, there was no intention to reflect unfairly on 
the amendment, and I will confine my remarks, if the Senator prefers, 
to the dollar figures. I am sorry. 

Senator Cuavez. Well, I wish you would get the percentages from 
the salary figures. 

Mr. Fockr. We will be glad to do that. 

Senator KirGore. What is the total dollar payroll? 

Mr. Focker. The total dollar payroll in the budget was $188,- 
165,688. 

Senator ELLeNpER. And there would be a cut of how much? 

Mr. Focke. I do not have the figures over-all on payroll. 

Senator Kitcore. What was the House reduction over-all? 

Mr. Fockxe. The House reduction over-all on payroll—— 

Senator CHavez. What is the House’s allowances on payroll? 
One budget was $129,928,000, but I think the House cut it by $4,- 
000,000. 

Mr. Focke. I am sorry, sir, I do not have the total House action 
on payrolls. 
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(The following information was supplied by the Bureau of the 
Budget:) 
Lasor-FeEDERAL Security BILu 


Comparison with total budget 


| Amount Percent 
lh : { } 
rotal budget estimates | $2, 732, 253, 760 | P 
Reduction by House 91, 046, 699 3.32 
Reduction by House (personnel only) | 4, 509, 790 | .16 
Reduction under Senate amendment 4, 076, 382 .15 
Additional Senate reduction 1, 547, 004 . 06 

Comparison with total personnel estimates 
Amount Percent 

Total budget (personne! only) $188, 165, 688 
Reduction by House (personne! only) - -- 4, 509, 790 2.39 
Reduction under Senate amendment. . 4, 076, 382 2.17 
Additional Senate reduction 1, 547, 004 . 82 


Chairman McKetiar. Are there any more questions? I hope we 
can vote on this matterat the present time and excuse these gentlemen. 

Mr. Focke. May I finish my answer to Senator Chavez’ question? 

Chairman McKe tuar. Yes. 

Mr. Focke. The actual dollar figure which this amendment would 
save, Senator, in addition to the amount saved by the House, is 
$1,547,004. 

Senator Ferauson. A million and a half dollars. 

Mr. Fockr. Yes, sir. That is, considering the cuts made by the 
House. 

Chairman McKetiar. All right. 

Senator Corpon. Mr. Chairman, as a substitute for the amend- 
ment offered by the Senator from New Mexico, who is the chairman 
of the subcommittee, I offer the following amendment: 

That throughout the bill, at appropriate places, there be inserted 
a limitation upon expenditures of the appropriated funds for personal 
services, of a specific amount, which shall equal 5 percent of the 
amounts set up in the President’s budget for personal services in the 
particular appropriation in question, excepting only appropriations 
for employees in hospitals, dispensaries, clinics, or quarantine stations, 

Chairman McKetiar. Well, gentlemen, you have heard the 
amendment. 

Senator Cuavez. Before we vote on that, may I suggest that the 
visitors leave now? 

Chairman McKettar. I have asked them to leave, but they have 
paid no attention. You are very nice, and I hope you come back. 

Senator Corpon. Mr. Chairman, I think more proper language is 
“prohibiting only other funds for such purposes.”’ 

Senator ELLENDER. You said of the budget estimates? 

Chairman McKe.uar. The visitors will please retire. 

All right, gentlemen, go ahead. 

Senator CHavez. You are recognized. 

(At this point the recording of the proceedings was concluded and 
the committce proceeded in executive session.) 

(The committee recessed and the hearing was concluded on Tuesday, 
June 5, 1951.) 
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